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Firm - II
This firm was also deemed a public limited company
belonging to the chemical group producing a type of marine
food from sea-weeds. There were only two industries of the
type in the country out of which one was closed recently.
Thus, the firm was the only one of its type in India, enjoying
a monopoly. The unit was located in an industrial develop-
ment area of Telangana and commenced commercial production
in 1977.
The chief promoter had a doctorate degree in chemical
engineering and was of the strong conviction that an engineer-
ing graduate should not seek a job but provide jobs to others.
Thus, he was a first generation entrepreneur.
The machines and raw-materials were indigenous and
the unit provided employment to 80 workers, but it utilised
only 43% of its installed capacity. The main reason for under-
utilisation of capacity was inadequacy of raw-materials.
The financial position of the firm can be seen from
tables 3.5 and 3.6. A close examination of the data reveals
that the unit incurred losses from the very beginning.
Consequently, the accumulated losses exceeded the owned funds
in its third year of operation. The entire business operations
were being carried out by outsiders' funds. The current liabi-
lities and long-term loans increased sharply (table 3.5). On
account of increasing losses the current assets declined with
the result the working capital tended to show an adverse trend.
Table 3.6 reveals in 1978 the firm's sales were far lesser
than the administrative expenses and interest charges. It was
a clear indication that the shortage of raw-materials was the
main obstacle to improve production, and consequently, sales.
The annual losses before charging depreciation also increased
year after year.